• Continue to make the minimum 
repayments on all your credit and 
any debts you are repaying. 

• Maximise the amount you repay on 
the most expensive credit. 

5. When you have cleared the most 
expensive credit commitment, maximise 
your repayment of the next most 
expensive. Add all that you were paying 
to the minimum repayment until you 
clear that commitment too. Keep doing 
this until you have cleared all your 
redundant credit. 

6. Promise yourself to never have do this 
again. 

When you're clear of redundant credit, get 
into the habit of paying off everything on 
your credit cards each month and repaying 
any overdraft you have to use from the 
next pay packet. There may be exceptions 
to this routine but they should be rare. 

If you're thinking of transferring balances 
to a loan or credit card with a lower APR, 
first check to see if there is a handling fee. 
If you transfer to a new credit card, don't 
use it for new purchases because your 
payments will probably be used to clear 



the cheap transfers before the purchases that 
generate greater interest. 

Credit can help you to achieve and enjoy things 
that you might not otherwise be able to afford, 
and is therefore worth the cost of the interest, but 
it's a waste to spend money on credit that you 
don't need and isn't doing you any good. 

CLUBHOUSE MONEY-ED 

All Souls Clubhouse produce literature and run 
courses to help people handle money well. Check out 
the website for free downloads: 

www.cl ubhouse wl .org/moneyed 

THIS LEAFLET DOES NOT SAY IT ALL 

This is only an introduction to personal financial issues 
and they have been simplified. Managing money and 
resolving debt can be complicated. You cannot hold 
Clubhouse, the author, or anyone else involved in the 
production of this leaflet responsible for any action 
you take, or fail to take, based on what is written 
here. You should get expert help if you are worried 
about your financial situation or if you think you could 
benefit from help with money problems and debt. 

WHERE TO GET FREE ADVICE 

If you have a money problem or debt, get immediate 
help. You will find local advice agencies listed in the 
front of telephone directories or on display in local 
libraries. Or you can call National Debtline on 0808 
808 4000: the call is free from landlines and most 
mobile network. Or look on these websites: 



www.nationaldebtline.co.uk 
www.citizensadvice.org.uk 

adviceuk.org.uk 
www.gracedebtadvice.org 
www.capuk.org 
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CREDIT AND DEBT 



REDUNDANT CREDIT 



CREDIT COST 



'Credit' and 'debt' are two words that 
often are mixed up today. Some people 
say that all credit is really debt but that's 
not helpful. 

A hundred years ago, people would often 
pay butchers, grocers and other traders 
just once a month but they weren't 
considered to be in debt unless they 
couldn't pay on the agreed day. People 
today have milk and newspapers delivered 
to their home and they settle up once a 
week but they don't consider themselves 
to be in debt for the few days before they 
pay. We need to be just as realistic about 
other types of credit. 

Many people put groceries, petrol and 
other regular purchases on credit cards 
and routinely pay off the total each month 
but don't consider that debt, although it's 
usually included in 'debt' statistics . 

♦ Credit is borrowing money that you can 
and do repay on time and in full, as 
agreed with the lender. 

♦ Debt is something you owe but cannot 
or will not pay: an overdue bill, for 
example, or a loan repayment. 



Redundant credit is credit that you can 
afford and are paying the interest on but 
which is doing you no good at all. The most 
common type of redundant credit is 
continuing to pay for something that you 
have stopped using. 

If you buy a music centre , you might want 
to repay the loan over one or two years 
because you should be using it for that 
long. If you buy a CD , you should repay the 
loan within one or two months because 
you probably won't be playing it much 
after that. If you borrow to pay for a 
holiday, pay for it before you borrow again 
for another holiday. If you buy cinema 
tickets or a restaurant meal, clear the 
credit at the first opportunity because you 
have already had all the enjoyment there's 
to be had from them! 



If you pay over longer periods, you are 
paying for something that is only a 
memory. 




Even if you can make the minimum 
repayments comfortably, you should 
budget to reduce the cost of your 
redundant credit as quickly as possible. 
This will reduce your vulnerability to 
financial problems and the money you 
save on interest is like giving yourself a pay 
rise. 

If you then begin to save the money you 
now spend on credit (the interest), and 
build up some savings, that will reduce 
your dependence on credit and insurance 
and save you even more money. 

Here's a plan. 

1. Make a list of everything you owe and, 
for each amount, the minimum 
repayment you need to make. 

2. Work out how expensive each of your 
credit commitments is. For example, the 
APR on a credit card is probably much 
higher than on a personal loan, and so 
the cost of the credit is greater. 

3. List all your commitments in order, from 
the most expensive to the cheapest. 

4. Rework your budget to see what money 
you can free up to repay your credit. 
Then spend it like this: 



